CERTIEXED MAIL,
Duar Applicant:

section 801(c) (3, of the Internal R

The evidence pre
incurporated in the state of.

The general purpose, or miésiun o

corporation. Spncxfically,
Hl =hall: ) undortake serving the intm‘ests ot its
membership; &) provide innovation support to individual
inventors, businecses, and government; 3) encourage the pr
of invention by fostering the creation. and realization of
tdeas and pro_‘c¥5, and 4) pvomote ‘adt qtion, communicatio

prQVLdlng gu:dance, product review and disclosure in a pr
environment, evaluation by a panel: . technical experts,

technical assistance from idea through manufactured prototy
and marketing intelligence. The,above is accomplzshed,th ugh

the fullowing five steps:

1) Individuals, busxnesses, or;.go
idea to the organization.
idea it will accept.




on a fatr hasin ommmnuuratovw th”i

The arganization aleso indicatnd that it hau been wurkin
the States of I and — along with NASA
investigating the lead in maple syrup problem, and assis
them w:.th financing a solution to this problem. The
organization was contacted with respect to this activity
was ascertained that the organization’s only func'ion wa
as a coordinator. 1t did not parfarm sciantific ruiearc“
resi ect to this activity.

In addition to the above, the organization indicted *hat
is exploring new and innovative ways to provide science.
technology support to local rural school systems.

Receipts of the organization consist of contributions a
royalty revenue. The expenditures, include equipment,
technical /marketing/research eupenses. legal/accounting
expenses, technology research expe q,;market rasearch
expenses, other salaries andﬁwagei occupancy and dwprec

Section 501(c)(3) of the Code prov. des, in part, for the
exemption from Federal income tax of organizations organ
cperated exclusively for charxtable,»religioua, scientif
educational purposes, ro part ov the net earnings of which
inures to the benefit of any private shareholder or indi
In order to qualify under IRC 301(€)(3), an organizatior
both “organized" and "operated” exclusively for one or
purpnses specified in that section.  If the organization
to meet either the organizational test or the operationa
it is not exempt. (Regs. 1. 501(:)(3)“1(3)(1)) The
organizational test relates. to they
organization and the purposes v
organization. The operational tes relafas to the
organization’s activitxes.~




Section L. 501(u)(3)“1lc)(1)’ﬁ 1
more than an insubstantial par E?%

16 not in furthorhace of mxempt pu?posuh 'th@ organizatinﬂ
not be regarded as ¢rompt. : ‘

In B.’a.-s'?':.t!l.’!".ﬁ.i ot

Bupkcme Lour. ctated tha' $h.o pr. , , 5
a-exempt porosr, @ MO @ than EX)) 41!

defeat exemption unde- ;

axcmo% purponat.

501(c)(3) of the Code unless it serves a public rather than a
private intorest. An organization may not be exempt if it is
operatnd for the benefit of private individuals,

term "charitatle” includes relief df?thﬁ'pcor and distres
advancament ot education and science and the promotion of
wolfare dsigned to accomplish any of the above purposms,

Soction 1.501 (e (M) ~1{(d)1(2) of the Regulations provides, Ah
part, that the torm "educational" roiatexr to the inutructlcn X
Lthe public on subjects useful to the individusi ond bmnnfﬂtial
o the community. Maseums and schools are 1ncluded in thu
oxamples of oduvational organizations which, 1t they vtherwise
meet the reqiirements of section 8301(e)(3) of the Code, may
gualify under thie section.

Saction 1.9%01(ci (M) ~-1(d) (%) of the Regulations defines o
"gerionkific" organization as one carrying on srientific resear
in the public antorest: this includes research carried on the
purpose of discovering a cure for a dise 2, research for the
purpose of aiding in the scientific educs. on of college or

univeresity students, and research for the purpose of obtainxnn
scientific information to be published. ;

Section 1.500 () (3)~-1(d)(5){iii) of the Regulations states
"seienticic research will be regarded as carried on in tha

public interest (a) if the results of such research (xncludxnm
any patents, copyrights, processes, or formulae resulting( rom
such research are made available to the public on a
nondiscriminatory basizi (b) if such research is performed for
the United States, or any of its agencies or instrumentalities
or for a State or political subdivision thereof: or (c) if m’f
rescarch is directed toward benefitting the publiec.” :

Revenue Ruling &5-1, 1965-1, C.B. 226 holds that an organizat:
which promotes and fosters the development and design of
machinery in connection with a commercial oper. Lion,’ andf_n
connection therewith has the power to sell, assign, and. rant
licenses with respect to its copyrights trademarks, trade




or patent rights. does hufdeQIQHy
income tax under section 3oL (e) (3

In Nevenue Rullng 71-3%6, 19712 :
engineering soriety formed to engage
the area of heating, ventilating
benefit of the general public qualif
section 501(c)(3) of the Code ]
devoted excluzively to the developm
phenomena, which data wight be used by " .
do so. The society did not perform commercial tests no
reports on commercial products, and it has no fi.. ncial
in the scientific information it developed. All such
information was made freply available to the public. 1In

addition, by operating a library, disseminating the resea
renulte, and making available th ) : '
tnetructing the public on subjec
beneficial to the community.

t

v

The organi:ation’ s purpose or mission as mentioned above lea:
dons not meet ‘he requirements as set forth i section 8504(c)
(%) af the Code. Furthermore, the rrganization’s articles of
assaciation do not contialn any clause limiting ite purpo or
miasion to thoae sprcified in section 301(c)(Y) of the Coda.

Thernfure, the organication does not meet the organis..ri

test as regquired pursuant to Roqs;ylgﬁci(c)(3)~1(a)(:).

Accepting ideas, 1n vien of building a rrototype Lo L. A
to manufarturers, and whereby depending upon the comms . ial
viability @ ~wvalties will be shared by the orqanizet’ o :m&"
inventors, it is clear that the organizati o is Joonccin
comercial opera~'iar. This activity does nnt consotitute 3
meientific resc o, vithin the weaning uf wection
1.590L(e)(2)~1{d; () of the regulations. Furthermore, th
development ¢« row 1deas/in.sntories, the copyrights,patents.
etc. which may be 1icensed on a ~artricted basis to uelected
manufacturers is direocted towara benefitting those purticuler
manufacturers, inventors, and members of the organizationj an:
any benefit to the puulic must be considered indirect. .
Revenue Ruling &5-1. S v :

Unlite the society in Revenue Puling 71-3506, ,our organizatior
undertakes projects based upon their commercial viabilitygend
which you and all parti@s i solved have a financial intergst.
This clearly indicates that the organization is operatingiin
commercial manner and not within the meaning of section
1.801(e)(I)-1(d)(S) of the regulations. Therefore, like the
organization in Revenues Ruling 65-1, the instant organiz
neither organized nor operated for scientific o~ any other
purpese described in section S501(c)(3) of the Code.

o~




nccordinqu. we conclude .
for exempt status under tnc&l”'
propuase to deny your request

You are srequired to file aﬂtaxabl
with the District Director of Intei
send the return to the Internal Re
General Post Office, Brooklyn, N

11 you do not agree with this dnturminatinn. you may  request
Conference with the Regional Director of Appeals by protestin.
in accordance with the enclosed in'tructinns within ovdayn.

Frotests submitted which 4o not con&ain all the dacumont?tion
atated in the instructions will be returned for completion.

1t wo do not hear trom you within that time this d*terminatim
will be considered final and the lppropriato State Offi
will be notified.

11 you do not protest this proposed determination in a timely
manner, it wiil be considered by the Internal Revenue Survics
a failure to exhaust available administrative remedies. Bec!
7428(b) (?) of the Intern | Revenue Code orovides in part that
declaratory judement or decree under this aecticn zhall not !
issued in any proceeding unleass the Tax Court, 1. Claims Co ..
or the District Court of the United States for the District o
folumbxa d@fvrmineﬂ that the organizntion involved has exhau

Revanue &t)t vice.,"

Digtrict Direcror

Enclosure: Fublication 892

"




